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‘BY THE COMPTROLLER GENERAL

Report To The Congress
OF THE UNITED STATES

Examination Of The Financial Statements
Of The Federal Prison Industries, Inc.,
For The Year Ended September 30, 1982

GAO examined the financial statements of the
Federal Prison industries, Inc., for the year ended
September 30, 1982. The examination was made
in accordance with generally accepted govern-
ment auditing standards.

In GAQ’s opinion, the financial statements pre -
sent fairly the financial position of the Federal
Prison Industries, Inc., as of September 30,
1982, and the results of its operations and the
changes inits financial position for the year then
ended, in conformity with generally accepted
accounting principles.
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Request for copies of GAO reports should be
sent to:

U.S. General Accounting Office

Document Handling and Information
Services Facility

P.O. Box 6015

Gaithersburg, Md. 20760

Telephone (202) 275-6241

The first five copies of individual reports are
free of charge. Additional copies of bound
audit reports are $3.25 each. Additional
copies of unbound report (i.e., letter reports)
and most other publications are $1.00 each.
There will be a 25% discount on all orders for
100 or more copies mailed to a single address.
Sales orders must be prepaid on a cash, check,
or money order basis. Check should be made
out to the “’Superintendent of Documents”.




COMPTROLLER GENERAL OF THE UNITED STATES
WASHINGTON-D.C. 20548

B-198500

To the President of the Senate and the
Speaker of the House of Representatives

This report presents our opinion on the financial statements of
the Federal Prison Industries, Inc., for the year ended Septem-
ber 30, 1982. We made our examination pursuant to the provisions of

31 U.S.C. 9105, and in accordance with generally accepted government
auditing standards.

The Federal Prison Industries, Inc., is responsible for con-
ducting industrial operations in the Federal penal and correctional
institutions for the purpose of providing employment and training to
inmates. Goods and services are sold to other Government agencies
at prices not exceeding current market prices.

We are sending copies of this report to the Director of the Of-
fice of Management and Budget, the Attorney General, and the Board
of Directors, Federal Prison Industries, Inc,

Wby ) oy

Comptroller General
of the United States






COMPTROLLER GENERAL OF THE UNITED STATES
WASHINGTON-D.C. 20548

B-198500

To the Board of Directors
Federal Prison Industries, Inc.

We have examined the balance sheet of the Federal Prison Indus-
tries, Inc., as of September 30, 1982, and the related statements of
operations and cumulative results of operations, and changes in fi-
nancial position for the year then ended. Our examination was made
in accordance with generally accepted government auditing standards
and, accordingly, included such tests of the accounting records and
such other auditing procedures as we considered necessary in the
circumstances.

In our opinion, the financial statements referred to above pre-
sent fairly the financial position of the Federal Prison Industries,
Inc., as of September 30, 1982, and the results of its operations
and the changes in its financial position for the year then ended,
in conformity with generally accepted accounting principles. These
principles are applied on a basis consistent with that of the pre-
ceding year after giving retroactive effect to the changes, with
which we concur, in the methods of accounting for fixed assets for
vocational training programs, donated property, and cash disburse-
ments, as described in Note 1 to the financial statements. The fi-
nancial statements of the Federal Prison Industries, Inc., for the
year ended September 30, 1981, were not audited by us and, accord-
ingly, we do not express an opinion on them,

(e B

Comptroller General
of the United States
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APPENDIX I APPENDIX I

REPORT ON INTERNAL ACCOUNTING CONTROLS

As part of our examination of the financial statements of the
Federal Prison Industries, Inc., for the year ended September 30,
1982, we made a study and evaluation of the system of internal ac-
counting control to the extent we considered necessary to evaluate
the system as required by generally accepted government auditing
standards. For the purpose of this report, we have classified the
significant internal accounting controls in the following
categories:

--Treasury.
--Expenditure.
--Payroll.
~~-Conversion.
--Revenue,

--Financial reporting.

Our study included all of the control categories listed above ex-
cept that we did not evaluate the accounting controls over treas-
ury, payroll, and financial reporting because it was more efficient
to expand substantive audit tests. The purpose of our study and
evaluation was to determine the nature, timing, and extent of the
auditing procedures necessary for expressing an opinion on the cor-
poration's financial statements. Our study and evaluation was more
limited than would be necessary to express an opinion on the system
of internal accounting control taken as a whole or on any of the
categories of controls identified above.

The management of the Federal Prison Industries, Inc., is re-
sponsible for establishing and maintaining a system of internal ac-
counting control. 1In fulfilling this responsibility, estimates and
judgments by management are required to assess the expected bene-
fits and related costs of control procedures. The objectives of a
system are to provide management with reasonable, but not absolute,
assurance that assets are safeguarded against loss from unauthor-
ized use or disposition, and that transactions are executed in ac-
cordance with management's authorization and recorded properly to
permit the preparation of financial statements in accordance with
generally accepted accounting principles. Because of inherent lim-
itations in any system of internal accounting control, errors or
irregularities may nevertheless occur and not be detected. Aalso,
projection of any evaluation of the system to future periods is
subject to the risk that procedures may become inadequate because
of changes in conditions or that the degree of compliance with the
procedures may deteriorate.
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Our study and evaluation made for the limited purpose described
in the first paragraph would not necessarily disclose all material
weaknesses in the system. Accordingly, we do not express an opinion
on the system of internal accounting control of the Federal Prison
Industries, Inc., taken as a whole or on any of the categories of
controls identified in the first paragraph. However, our study and
evaluation disclosed the following condition that we believe could
result in errors or irregularities in amounts that would be material
in relation to the financial statements of the Federal Prison In-
dustries, Inc., and not be detected within a timely period:

Procedures utilized to estimate, accumulate, record, and
analyze production costs for products manufactured by the
corporation were inadequate to provide proper control over
job costing and product pricing. This was evidenced by a
lack of (1) up-~to-date, complete, or correct unit cost es-
timates, (2) consistent or accurate charges to material,
labor, and overhead accounts, (3) adequate variance analy-
sis of actual and estimated costs, and (4) proper prepar-
ation and review of costing forms.

This condition was considered in determining the nature, tim-
ing, and extent of the audit tests to be applied in our examination
of the 1982 financial statements, and this report does not affect
our report on the financial statements.




APPENDIX II APPENDIX II

REPORT ON COMPLIANCE WITH LAWS AND REGULATIONS

We have examined the financial statements of the Federal Prison
Industries, Inc., for the year ended September 30, 1982. Our exami-
nation was made in accordance with generally accepted government
auditing standards and, accordingly, included such tests of the ac-
counting records and such other auditing procedures, including tests
of compliance with laws and regulations, as we considered necessary
in the circumstances.

In our opinion, the Federal Prison Industries, Inc., complied
with the terms and provisions of laws and requlations for the trans-
actions tested that could have materially affected the corporation's
financial statements.

Nothing came to our attention in connection with our exami-
nation that caused us to believe that the corporation was not in
compliance with the terms and provisions of laws and regulations for
those transactions not tested.
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FEDERAL PRISON INDUSTRIES, INC.
Batance Sheet

September 30, 1982 and 1981

(Unaud!ted)
1982 1981
ASSETS
CURRENT ASSETS
Cash $ 20,430,114 $ 15,833,78]
Accounts Recelvable (Note 2) 19,168,385 19,758,687
Inventorles
Finlshed Goods 8,915,196 9,269,676
Work In Process 10,283,931 9,722,404
Matertals and Supplles 34,580,207 29,638,893
Total Current Assets 93,377,833 84,223,44)
PLANT AND EQU IPMENT .
Machinery and Equipment 27,897,503 28,876,595
Accumulated Deprectation (14,763,653) (16,384,482)
Bulldings and Improvements 28,019,857 29,154,391
Accumulated Depreciat!on (10,550,046) (10,601,644)
Constructlon In Progress 1,728,523 1,648,709
Total Plant and Equlpment - 32,332,184 32,693,569
OTHER ASSETS
Excess Inventory, net (Note 3) 4,698,564 -0-
ldle Plant and Equlpment, net (Note 4) 2,485,635 -0-
Prepald and Deferred Expenses 2,438,979 2,156,429
Totat Other Assets 9,633,178 2,156,429
TOTAL ASSETS $135,343,195 $119,073,439

LIABILITIES AND U. S. GOVERNMENT EQUITY

CURRENT LIABILITIES
Accounts Payable
Accrued Salarles and Wages
Other Accrued Llabltltles
Total Current Llabliltles

EMPLOYEE ACCRUED LEAVE
TOTAL LIABILITIES

U.S. GOVERNMENT EQUITY

$ 3,747,198
1,763,747

1,245,422
6,756,361

1,975,188

8,731,555

$ 3,399,598
1,419,902

1,697,145
6,516,645

1,853,279

8,369,924

Intttal Capltal 4,176,040 4,176,040
Donated Property 1,034,423 515,386
Cumulative Results of Operatlons 121,401,177 106,012,089
TOTAL U.S. GOVERNMENT EQUITY 126,611,640 110,703,515

TOTAL LIABILITIES AND U.S., GOVERNMENT EQUITY

$135,343,195

$119,073,439

e ————

The accompanylng notes are an Integra! part of these flnanclal statements.
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FEDERAL PRISON INDUSTRIES, INC.
Statement of Operations and Cumulat!ive Resuits of Operatlons
For Flscal Years Ended September 30, 1982 and 1981

(Unaud!ted)

1982 1981
SALES $ 147,571,250 $ 128,001,178
COST OF GOODS AND SERVICES SOLD (Note 5) 114,273,067 104,003,385
GROSS PROFIT 33,298,183 23,997,793
OTHER OPERATING INCOME, net (Note 6) 302,878 547,982
OTHER OPERATING EXPENSES
Other Expenses, (Note 7) 4,644,699 2,804,213
Selllng and Samples 459,850 383,556
Product Divislon Expenses (Note 8) 2,880,813 2,654,743
Corporate Administrative Expenses (Note 9) 2,451,094 1,969,004
INCOME BEFORE NON-OPERATING EXPENSES 23,164,605 16,734,259
NON~OPERAT ING EXPENSES (Note 10)
Vocatlonal Tralnling Expenses (Note 11) 3,140,419 2,922,034
Per formance Pay 3,984,224 3,392,536
NET INCOME FROM CONTINUING OPERATIONS 16,039,962 10,419,689
LESS DISCONTINUED OPERATIONS (Note 12) 495,702 ‘ 1,165,630
NET INCOME BEFORE EXTRAORD INARY |TEM | 15,544,260 9,254,059
LESS EXTRAORD INARY ITEM (Note 13) ’ 155,172 ~0-
NET | NCOME 15,389,088 9,254,059
CUMULATIVE RESULTS OF OPERATIONS, Beglinning 106,012,089 93,989,955
PRIOR PERIOD ADJUSTMENTS (Note 14) ~Q- 2,768,075
CUMULATIVE RESULTS OF OPERATIONS, Restated 106,012,089 96,758,030
CUMULATIVE RESULTS OF OPERATIONS, Ending $ 121,401,177 $ 106,012,089

The accompanylng notes are an Integral part of these flnanclal statements.
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FEDERAL PRISON INDUSTRIES,

APPENDIX TIT
INC.

Statement of Changes in Financlal Posltlon

For Fliscal Years Ended September 30,1982 and

SOURCES OF WORKING CAPITAL:
Net [ncome Before Extraordlinary [tem

Add (Deduct)}
ot Workling Capltal
Depreclation Expense
Loss on Disposal of Assets
Amortization Expense
Recapture on Donatlons

[tems not Requlring Outlay
In Current Perlod:
$ 2,

P

Extraordinary |tem (Note 13)

Funds Provided from Operatlions
Other Sources:
{ncrease In Employee Accrued Leave
Reduction 1n Workmans Compensation

Total Sources of Worklng Capltal

USES OF WORKING CAP[TAL:
Acqulisltion of Flxed Assets
Constructlon Expendltures
Charges to Prepald and Deferred Expense
Reclasslflcatlion of [nventory

Total Uses of Working Capltal

NET INCREASE [N WORKING CAPITAL

532,918
379,991
390,887

(67,985)

S

1981
(Unaudtted)
1982 1981
$ 15,544,260 $ 9,254,059
$2,319,975
135,174
271,951
4,235,811 (10,104) 2,716,996
(155,172) ~(-
19,624,899 11,971,055
121,909 115,992
~0= 563,883

19,746,808 12,650,930

4,235,685 2,032,078
800,537 1,794,819

1,097,352 721,685

4,698,564 -0~

4,548,582

$ 8,102,348

T e

10,832,138

$ 8,914,670

e e s

Analysls of Changes !'n Worklng Capltal

CURRENT ASSETS
Cash
Accounts Recelvable
Inventory

Increase In Current Assets

CURRENT LIABILITIES
Accounts Payable
Accrued Salarles and Wages
Other Accrued Llabliftles
Increase (Decrease) In Current Llabllitles

NET INCREASE [N WORKING CAP{TAL

INCREASE (DECREASE)

$ 4,596,333 $ 3,492,891

(590,302) 3,551,195
5,148,361 (106,491)
9,154,392 6,937,595

347,600 (512,779)

343,845 (696,149)

(451,723) 44,175

239,722 (1,164,753)

$ 8,914,670 $ 8,102,348

R T e T

The accompanylng notes are an Integral part of these flnanclal statements.
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APPENDIX III APPENDIX III

FEDERAL PRISON INDUSTRIES, INC.
Notes to Flnanclal Statements

The corporatlon has a unlque relationshlp wlth the Bureau of Prisons In that
the nature of our mlsslons requlres sharing of facltltles and responsibllitles
relatlve to the custody of federal Inmates and management of related programs
for tralning and employment, The result of thls retatlonshlp Is that the
corporatlion recelves and provides some services and resources such as bullding
space and equlpment wlthout recognized revenue or cost. The beneflts recelved
by each organlzatlon are both tanglble and Intanglible and offset each other as
nearly as practicable., A summary of relationships between the Bureau of Prlsons
and Federal Prison Industrles, Inc., Is as follows:

1) Services or facliiltles which the Bureau of Prlsons provides the corporation
wlthout recogn!itlon of cost:

- The Dlrector of the Bureau of Prlsons serves as the ex-offlclo
commlisstoner of the corporatlon.

- The corporation does not pay rent for land use where there Is an
Industrial operation,

- The corporéf!on does not pay rent for bulldlings used by the corporation
but owned by the Bureau of Prlsons,

- The fleld locatlions of the corporation utlllze personal services
provided by the Bureau of Prlisons such as legal counsel, personnel,
flnanclal and other services. These services are avallable through
the Bureau of Prlsons as needed.

2) Servlices and faclltitles provided to the Bureau of Prisons wlthout
recognltlion of revenue:

- The Assoclate Comm!sslioner of Federal Prison Industrles, Inc. also serves
as an Asslstant Director of the Bureau of Prisons.

- The Bureau of Prisons does not pay rent for bulldings used by the Bureau
of Prlsons but owned by the corporation,

- The corporatlion pays for poslttlions In Central Offlce wlithin the
Bureau of Prlsons for flnanclal management, property management,
personnel, safety, legal counsel and ma!! room services whlch provide
Jjolnt service to each organlzation.

- The corporation Is responsible for the custodlal care of Inmates during
thelr work day and employees are responsive to Instltutional emergen-
cles under the dlirectlion of the warden.
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Note 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

This summary of slgniflcant accounting potlcles Is presented to asslst
'n understanding the corporation's financlal statements.

Statement Presentation - The flinanclal statements Include the accounts of
the central office and the Industrlal facll!tles at 38 penal and correc-
tlonal Institutions. Inter~Industry transactlons, Including corres-
sponding proflt or loss, have been ellmlinated In consolidatlon., Sales are
to other government agencles or private contractors worklng on government
contracts and are recorded at the tIme of shipment. Format changes were
made to the Balance Sheet, Statements of Operatlons and Cumulative Results
of Operations, and Changes In Financlal Posltion., The statements now
present more clearly the flnanclal position of the corporation.

Plant and Equipment - Plant and equipment are capltallzed at cost or appralsed
vatue and Include expendltures for new facl!ltles and those which substantlally
Increase the useful Ilves of existing plant and equlpment. Malntenance,
repalrs, and other mlnor renewals are expensed as lncurred. When propertles
are dlsposed of through the General Services Adminlstration, the related cost
and accumulated depreciatlion are removed from the respectlve accounts

wlith any loss on dlsposal charged agalnst [ncome, The stralght-!!ne method

of depreclatlon Is used for all depreclabie assets. Rates of depreclation

are generally based on the useful 1lfe guldelines established In the

Revenue Procedures 62-61, lssued by the Internal Revenue Service.

Inventorles -~ Inventorles are valued at the lower of cost or market. Raw
materlals and supplles Inventory ls valued using the moving average cost
method., Work In process Inventory Includes materlal, labor, and applled
overhead costs based on a standard for that operatlon. These costs are
developed by usling elther process or job order cost systems.

Donated Property - Property donated to the corporatlion by other government
agencles wlthout exchange of funds Is charged to the appllcable asset
account at falr market value.

Accountling Changes - Three changes were made to our accounting system durling
Flscal Year 1982.

1) Machlnery, equipment and bulidings purchased for Vocatlonal Tralning
programs are now expensed as recelved. In prlor years, such expendltures
were charged to corporate asset accounts and depreclated as used,

2) Donated property appralsed valuatlon !s now recorded In the appropriate
asset and equlty accounts. As thls property lIs used, there is both an
expense and revenue charged on the Statement of Operatlons as wel! as
accompanying charges reducling the app!lcable asset and equlty accounts
for the amount used. In prior years, donated property was only
expensed as !t was used or depreclated.
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3) Dlsbursements In transit to U.S. Treasury at year-end are now recorded when
vouchers are approved for payment by the corporation rather than the practice
followed In previous years of recordlng dlisbursements only upon recelpt of an

approved voucher from the U.S. Treasury. The net effect was a reductlon In

cash and accounts payable of $936,897 In Flscal Year 1981 and $1,543,290 In
Flscal Year 1982.

Penslons - Employees of the corporatlion are covered by the Clvll Service
Retlrement and DlIsabllity Fund. Consequently, the corporatlon has the
responsiblilty for withholding 7% (normal retlrement) or 7 1/2% (hazardous
retlrement) of each employee's salary and for contributing a matching
amount to the fund.

Note 2: ACCOUNTS RECEIVABLE

Accounts recelvable conslst of amounts due principally from government
agencles and are all consldered collectlble. Accounts recelvable from the
publlc Is merchandlise pald for and returned to vendors for replacement

or credlt, Accounts that were 90 days or more overdue totaled $924,272 (5%)
as of September 30, 1982, as compared with the September 30, 1981 amount of
$1,600,028 (8%).

(Unaud!ted)

FY 1982 FY 1981

Government Agencles $ !8,823,213

$ 19,448,297

Travel Advances 176,643 261,603
Publlc 168,529 48,787
Total $ 19,168,385 $ 19,758,687

Note 3 EXCESS INVENTORY, NET

A temporary reclass!flcatlon has been made to raw materlals and finlshed goods
Inventorles which has no Immedlate ut!iity to the corporatlon. The total In-
cludes slow moving as well as excess Inventory. The exact amount In each
category could not be readlliy determined. Atlanta ($2,443,812) and Terre Haute
($1,006,295) possess the most signiflicant levels of excess lInventorlies. The
foltowlng Is a summary of excess Inventory by Product Dlvislion and type of
Inventory., Net value of $594,719 has been charged to Flscal Year 1982 Income
and an aliowance established for obsclescence,

Raw Materlals Finished
and Suppllies Goods Total
Data Graphics $ 71,791 $ 44,459 $ 116,250
Electronics 635,923 ~-0- 635,923
Metals 90,014 8,014 98,028
Shoe/Brush 46,911 -0~ 46,911
Textlles 2,300,372 1,153,459 3,453,831
Wood/Plastlcs 330,769 16,852 347,621
Total $ 3,475,780 $ 1,222,784 $ 4,698,564

IIT
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Note 4: |DLE PLANT AND EQUIPMENT, NET

idle plant and equlpment are productlive assets which have not been utlllzed for
a slgnificant perlod of tIme and for which there !s no Immedlate use planned.
The foltowing Is the value of ldle plant and equlpment by Product Dlvision,

Capl!tallzed Value

Machlinery Bulldings and
and Equlipment Improvements Total

Data/Graphics $ 31,077 $ 405,966 $ 437,043
Electronics 16,449 ~0- 16,449
Metals 1,495 1,454,817 1,456,312
Shoe/Brush 531,122 ~0- 531,122
Textlle 2,892,467 ~0- 2,892,467
wood/Plastics 30,324 ~Q- 30,324
Total Capltailzed Value 3,502,934 1,860,783 5,363,717
Less Accumulated Depreclation 2,303,812 564,270 2,868,082
Total Net Value . $ 1,199,122 $ 1,296,513 $ 2,495,635

Note 5: COST OF GOODS AND SERVICES SOLD

These costs conslst of dlrect materlal, dlrect Inmate labor, and overhead charges
related to finlshed goods sold durling the year.

(Unaud! ted)

1982 1981

Matertal $ 67,524,270 $ 63,481,777
Labor 5,433,979 4,732,901
Qverhead 40,645,254 34,525,263
Work In Process, Beginning 9,722,404 10,427,295
Less: Work in Process, Endling 10,283,931 9,722,404

Cost of Goods and Servlces Produced 113,041,976 103,444,832
Finltshed Goods, Beglnning 9,269,676 8,495,871
Qutslde Purchases 876,611 1,332,358
Less: Flnlshed Goods, Endling 8,915,196 9,269,676

Cost of Goods and Services Sold $114,273,067 $104,003,385

Note 6: OTHER OPERATING INCOME, NET

The amount represents Income derlved from other than the regular operatlons of
the corporatlon. Raw materlals were sold to other government agencles at a
value of $657,917 with related costs of $650,921 for a net Income of $6,996.
Other sources such as scrap sales and write-offs of Government Bllls of Ladlng
provided $295,882 for a total of $302,878.

10



APPENDIX III APPENDIX III

NOTE 7: OTHER EXPENSES

The amount, representlng costs not charged to productlon, s presented on
a comparat!ve basls below:

(Unaudlted)
1982 1981

Loss on Disposal of Personal Property $ 1,690,003 § 923,524
Personal Services Relmbursement 138,313 69,901
Loss on Dlsposal of Assets from 884,289 135,174

Contlinulng Operatlons
Workmen's Compensation 72,000 38,300
Systems Development 246,874 312,973
Permanent Change of Statlon 244,284 202,470
Incentlive Awards (Clviltan Staff and Inmate) 60,647 33,721
Inmate Accldent Compensatlon 244,968 165,791
Christmas Packages to Inmates 89,141 79,645
Pre-Industrial Inmate Tralining Programs 89,190 -0-
Sundry Expenses 884,990 842,714

Totat Other Expenses , $ 4,644,699 $ 2,804,213

Note 8: PRODUCT DIVISION EXPENSES

Comparative dlivision expenses and thelr relatlionshlp to sales are shown below:

(Unaudlted)

1982 1981
Cost ¢ of Sales Cost % of Sales
Data/Graphlics $ 586,453 6.1% $ 572,263 6.5%
Electronlcs 690,694 2.5 549,423 2.4
Metals 328,849 1.5 460,088 2.9
Shoe/Brush 267,426 0.9 198,808 1.3
Textlle © 536,871 1.4 430,628 0.9
Wood/Plastics 470,520 2.3 443,533 2.6
Total $ 2,880,813 2.0 $ 2,654,743 2.1

= e i e e i
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Note 9: CORPORATE ADMINISTRATIVE EXPENSES

The corporate administrative expenses are those whlch cannot be directiy
Identlflied to a product tine. These expenses are In two categorles;
those subject to congress[onal timttation and those which are not. The

Bl i o e o e o i e [

o e g g VA €

ravrer represents Uepreﬁldl 10N expense oOn (,aDlTal assets,

Congresstonal Limitatlons

Civillan Salarles and Beneflts

If avei
GAO Audtlt
00J Audlt
Rent for Washlngton Offlce
Telephone )
Printing and Reproduction
Frelght
Other

Total Subject to Congresslonal

Limitation,

ADD: Deprectatlion of Plant and

Equ! nmant

Total Adminlstrat!ive Expense

YOO e VWL BT OWw

1982

$ 2,417,000

$ 1,415,166
123,904
120,000
259,948

81,707
33,935
117,430
11,544

209,301

2,372,935

78,159

$ 2,451,094

Shown below s a com -
Co 7

The sharp increase
In depreclatlon expense Is largely due to the bulldings at Marion whlch were car-
|

rled at the r-rn—pnra‘fo level thlg $lgecal vear

ysls of Adminlstrative Expenses:

atty
o qi

(Unaudted)
1981

$ 2,192,000

$ 1,258,001
116,113

-o-
249,280
64,498
26,428
99,705
22,960

110,885

1,947,870

=

-l
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Note 10: NON-OPERATING EXPENSES

The corporatlon, as authorlzed In 1ts charter, funds Inmate Vocatlonal Traln-
Ing Programs and Inmate Performance Pay to provlide for the tralning and
employment of Inmates In the Instltutlions. The corporation's accumulated
non-operating expenses for these programs since !nceptlon are:

Prlor Perlods Current Year Total
Inmate Vocatlonal Tralnlng $ 74,451,637 $ 3,140,419 $ 77,592,056
Inmate Performance Pay 26,283,363 3,984,224 30,267,587
Total $ 100,735,000 § 7,124,643 $107,859,643
Note 11: VOCATIONAL TRAINING EXPENSES

The Inmate vocatlonal tralning program expenses Includes operational expenses
for 11 Institutlons which are subject to Congressional |Imitation and expenses
for machlinery and equipment for those locatlions not subject to the IImitation.
Shown below is a comparative summary of vocatlonal tralning expenses by account
classlflcation and Instlitution,.

Yocatlonal Tralning Expenses (Unaud! ted)
1982 1981

Congresslional Limitatlon $ 2,983,000 $ 2,824,000
Clvliilan Salarles and Beneflts $ 2,377,629 $ 2,240,192
Travel and Transportat!on of Persons 27,750 31,886
Transportatlon of Thlngs 11,054 15,219
Rent, Communlcatlon, Utllitles 106,384 109,938
Printing and Reproduction 2,512 1,177
Other Servlices 160,614 191,690
Supp!les and Materlals 152,996 191,703

Total Subject To Congresslonal Limltation 2,838,939 2,781,805
Machlinery and Equlpment Purchased 301,480 140,229

Total Vocatlonal Tralnling Expenses $ 3,140,419 $ 2,922,034

Vocatlonal Tralnlng Expenses By Instltutlon

(Unaudl+ted)

1982 1981
Alderson $ 194,176 $ 216,978
Al lenwood 87,583 56,693
Ashland 442,255 469,127
El Reno 316,902 295,595
Lompoc 49,765 -0~
Mllan -0~ (8,369)
Morgantown 75,716 -0~
Otisvilie 12,493 -0-
Petersburg 279,156 259,966
Safford 156,664 130,544
Sandstone 354,822 307,320
Tal lahassee 465,696 445,516
Terre Haute 250,734 263,879
Texarkana 162,688 185,657
washlngton, D.C. 291,769 299,128
Total Vocational Tralnling Expenses $ 3,140,419 $ 2,922,034
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APPENDIX III APPENDIX III

Note 12: DISCONTINUED OPERATIONS

These tosses from dlscontinued factory operatlons at the following locations
Include raw materlals, machlnery, equlpment and bulidlng Improvements,

(Unaudlted)

FY 1982 FY 1981
Atlanta $ -0- $ 699,866
McNell lsland -Q- 98,867
Marion 368,331 366,897
Petersburg 127,371 -0=-
Total $ 495,702 $1,165,630

Note t3: EXTRAORDINARY ITEM

Thls amount represents raw materlals lost In an Allenwood warehouse flre,

Note 14: PRIOR PERIOD ADJUSTMENTS

Shown below s a summary of those !tems of Income or expense recognition
retating to a perlod prlor to Flscal Year 1981 but not discovered until|
this year. Al! adjustments were made to the beglnnling Flscal Year 198|
Cumulative Results of Operatlons.

~ Workmen's Compensatlon charges to the corporatlon were over-assessed by
the Department of Labor In prlor years, resultling In a credlt from the
Department of Labor for 3$450,649 and a reversal of prlor accruals of
$113,234. The net effect was an lIncrease to Cumuiative Results of
Operatlions and a decrease to Accounts Payable of $563,883. $ 563,883

- Vocatlonal Tralning Program machinery and equipment and bulldings
and improvements purchased by the corporation prlor to Flscal Year 1981
were removed from the corporation's asset accounts net of any depre-
clation, |t was determined that the corporatlion did not have a need
for or rights to these assets and thelr Inclusion overstated the cor-
poration's asset structure. The net effort was a reductlon of Machlnery
and Equipment of $410,731, a reduction of Bulldlings and Improve-
ments of $2,066,452, and a reduction In Cumulatlve Results of
Operatlons of $2,477,183, (2,477,183)

- The value of donated property to the corporatlon that has been used
or fully depreclated was removed from the U.S. Government Equlty
Account - Donated Property. it was determined that the accepted
method of accounting for donated property requlred reductlon of
the Donated Property account rather than Cumulatlve Results of
Operatlons. The net effect was a reductlion of Donated Property
and an lncrease to Cumulat!ive Results of Operatlions of $4,681,375, 4,681,375

Total Prlor Perlod Adjustments $2,768,075

TR s
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